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September 17, 2008

VIA ELECTRONIC FILING

Ms. Marlene H. Dortch

Secretary

Federal Communications Commission
445 12th Street, SW

Washington, D.C. 20554

Re: CC Docket No. 96-45
WC Docket No. 05-337
NOTICE OF EX PARTE PRESENTATION

Dear Ms. Dortch:

On September 16, 2008, F.J. Pollak, President and Chief Executive Officer, TracFone
Wireless, Inc., Cesar Conda of Navigators, LLC, and I met with Amy Bender, Acting Legal Advisor
to Chairman Kevin J. Martin. During the meeting, we discussed with Ms. Bender TracFone’s
proposal to base Universal Service Fund contributions by providers of prepaid wireless services on
a USF By the Minute plan in the event that the Commission establishes a universal service
contribution methodology based on working telephone numbers.

We provided Ms. Bender with several documents which are included with this letter. The
first document is a description of TracFone’s USF By the Minute proposal. The second document
is a report issued by CTIA-The Wireless Association® captioned “CTIA’s Wireless Subscriber
Usage Report.” This report was released in May 2008 and contains year-end results of CTIA’s
‘semi-annual wireless industry survey. We directed her attention to Table 17 of that report which
indicates that the national average minutes of use per post-paid wireless customer was 826 minutes
for the reporting period. That is the number used in the example of TracFone’s USF By the Minute
plan description in its presentation document.

Greenberg Traurig, LLP | Attorneys at Law | 2101 L Street, NW | Suite 1000 | Washington, D.C. 20037 | Tel 202.331.3100 | Fax 202.331.3101 | www.gtlaw.com



Ms. Marlene H. Dortch
September 17, 2008
Page 2

Pursuant to Section 1.1206(b) of the Commission’s rules, this letter and accompanying
materials are being filed electronically. Please direct any questions to undersigned counsel for
TracFone Wireless, Inc.

Sincerely,

%F.Brecher

cc: Ms. Amy Bender

Attachments

Greenberg Traurig, LLP
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TRACFONE

wireless, inc.

About TracFone

» TracFone is the largest provider of prepaid wireless service in the U.S. today
serving over 10 million customers in all 50 states, Puerto Rico and the U.S.
Virgin Islands.

e TracFone has three (3) brands today:

— TracFone: Phones start under $10 and customers can pay $20 every 3 months to maintain
service. Low-volume users — low cost to get and maintain service

~ NET10: Every minute is $0.10 with unlimited carryover. Texting is $0.05. Unlike most
others, there are no tricks or gimmicks and no other daily or monthly charges.

— Safe-Link: New Lifeline program. Free phones and free monthly minutes for Lifeline-
qualified households in select states. Operational in TN and FL so far.

» TracFone does not own a network but uses the networks of AT&T, Verizon
Wireless, T-Mobile, Alltel, US Cellular and others.

» Prepaid wireless service is ideal for people who cannot, or do not want to
commit to spend $40 or more a month on wireless service.
— Many prepaid customers are low to middle income - 50% of TracFone customers earn less than
$25,000 per year
« With prepaid, there are no bills, no contracts, and no term or volume
commitments. The service is not generally a “monthly” service. Imposition
and recovery of fees and taxes are very problematic.




TRACFONE

wireless, inc.

Average Monthly USF Cost per TRACFONE Subscriber

$2.50

$2.00 -

$1.50 -

488%

$1.00 -

$0.50 -

$0.00 | N
Current $1.00/line $1.50/line $2.00/line

If the FCC decides to adopt a flat, numbers-based or connections-based USF tax and does not
accommodate low-volume users like those served by TRACFONE, those users would be hit
HARD. A $1.00 fee would increase current contributions by almost 500%!
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wireless, inc.

USF By Minute Plan

* A change to Numbers would have a devastating impact on TracFone
and other prepaid providers and their customers.

* To recognize this problem and to develop a fair, equitable and
competitively neutral method to impose USF contributions on prepaid
wireless, TracFone has created and proposed to the FCC in June 2007
the following “USF By Minute” numbers plan for prepaid wireless.

» Carriers will be given the option to submit USF payments for their
pay-as-you-go prepaid customers in the following manner:
1. The current Numbers Fee would be divided by the average postpaid

wireless customer minutes of use (as reported semi-annually by CTIA).
This would create a “prepaid minute factor”

2. The carrier would apply that factor against all of its prepaid minutes of
use each month and remit USF fees according to this formula

3. No carrier would be required to remit fees in excess of the current,
numbers fee under this plan (that would be the cap)
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By Minute Plan - Example

» According the CTIA, the average postpaid customer used 826 minutes
for the period ending December 2007 (the most recent report).

e Assume that the USF Numbers Fee is $1.50 per month per number or

connection:
1. Divide $1.50 by 826 minutes to calculate minute factor = ($0.00181598)
2. Assume the prepaid carrier’s pay-as-you-go customers generated 1 billion

minutes during the month . Assume they have 10 million customers.

3. The prepaid carrier would remit 1 billion minutes x $0.00181598 or
$1,815,981 in USF payments that month.

4. The average monthly contribution per customer would be around $0.18,
which is similar to current contribution levels based on current interstate
revenues for customers who generate this level of monthly usage.

5. Note: In no event would the contribution be over $1.50 per customer
(that would be the maximum cap).
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Summary

* Chairman Martin has said publicly that prepaid wireless service would need to be given
an accommodation in the event a numbers-based USF fee were adopted. In May 2007,
in remarks at a USF By the Numbers Coalition conference, Chairman Martin noted the
special circumstances of prepaid wireless providers and low income consumers and said
that the FCC must address contribution solutions which would enable prepaid wireless
to contribute in a reasonable manner if a numbers-based methodology is adopted.

» Since prepaid wireless service is not a monthly, billed service and since minutes can be
used as quickly or as slowly as customers choose, flat monthly fees are not an
appropriate way to obtain USF contributions on such services. In addition, there is no
available mechanism for collection of monthly fees on prepaid (non-billed) services,
such as prepaid wireless services.

» TracFone’s USF By Minute Plan is a fair, equitable and competitively neutral method
for converting a numbers fee into a minute charge that would not cause a drastic,
material increase in current contribution levels for prepaid wireless providers and their
customers.

e  Over 1.5 million prepaid wireless customers and many consumer groups have written
letters to the FCC and Members of Congress urging fair treatment of prepaid wireless if
there is a change in USF funding methodology
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As previously noted, these figures approximate total MOUs per

can also be used, in conjunction with subscriber per six-month period and
the average reported subscriber figures per month. A table providing such
previously derived, to determine information follows.

MOUs per MOUs per

Average

. Reported Reported Reported
.- Subscribers Subseriber - Subscriber
: 6 Month Monthly
Figures Flgures
18,112 v 11195062 725 ¢ e 2
Dec-93 11,042,862,055 13,154,439 839 140
: 4 124460,449,648 16,371,077 761 : R 5
14 489 550 591 20,227, 897 716 119
. 717 1ne
Dec-96 28,365,183,455 37,932,137 748 _ 125
34,579,397,600 49,191 970 117
,392,165,259 - 54,849,030 117
50 618,273,378 62,061,911 136
64,122,381,178 - 68,649,711 - 156
Dec-99 83,603, 577 602 75,120,441 185
3,893 83,919,047 221
Dec-00 147,404, 575 234 96,177,594 255
5197.461,159,508 104,875,550 1,883 o i By
259,503,005,717 113,762,146 380
1.7292,500,881,300 122,358,425 398
327,232,951,341 127,645,620

5,174443,040 166,969,773
193,134,883

940 71 039,965

Dec-07 1,104,283,435,898 239,452,020
*Explicitly includes prepaid MOUs from 1999 forward
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The figures reported above
demonstrate the long-suspected decline
in average MOUs per month per
subscriber during the early to mid-
1990s had some apparent basis.
However, they also demonstrate that
the decline flattened out, and reversed
itself towards the end of the decade.
The precise nature of the trend was
difficult to determine with respect to
the earliest of past periods — once
again, because of the incomplete
nature of the responses to the MOU-

related questions. A selective sort of
the recently-submitted data, limited to
those respondents who provided all of
the component information (beginning
and ending subscriber numbers, and
total billable minutes), provides overall
subscriber MOU numbers which
generally parallel the overall industry
figures generated by the total
subscriber data, differing by only a
nominal amount for most periods.

900
800 | 769
e
708
O UV S~ - W W
623
600 e e . 584
£y
2 548
g 507
b3
3 500 168
E 427
2 308
w400 380
5
(=9
3 314
Q
255
200 4-
140
121 127 419 135 119 119
0
“ g = e o - - . - - = - < - = -
EFEPEFEYEREFERFEREYEFEYSEYEFEFSY
88 8 £ 23 8 23 %3 88 8§83 g88g=2 28838328888 8&8K73S738
* Explicitly includes prepaid MOUs
Chart 9: MOUs per Subscriber
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Subscrlbers

| _ Subscriber

50,612,062,892
64,122,381,178
 83,603,577,602

4737437
52211.883

59,164,538
61,383,649

70,518,470

81,529,682

- 92,334,605

'112775139 |

127596238

133,797,761
142,905,540

153,794,020 . .. ..

163,725,635

157,447 541

157,447,541

225,845,773

x11c1 y includes pépid MOUs from 1999 forward
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Chart 10: MOUs per Subscriber (Select Sort)

According to this select sort, from
December 2000 to December 2001,
monthly MOUs per subscriber
increased 44.4 percent. From
December 2001 to December 2002,
monthly MOUs per subscriber
increased 11.5 percent. From
December 2002 to December 2003,
monthly MOUs per subscriber
increased 22.4 percent — almost double
the increase in the prior year. From
December 2003 to December 2004,
monthly MOUs per subscriber
increased 13.7 percent. From
December 2004 to December 2005,
monthly MOUs per subscriber
increased 24.7 percent. From
December 2005 to December 2006,
monthly MOUs per subscriber
increased by a nominal 0.4 percent, in
large part as a result of incomplete
responses in the December 2006
timeframe. But from December 2006

38

to December 2007, monthly MOUSs per
subscriber rose 5.3 percent. On a June-
to-June basis, monthly MOUs
increased 20.3 percent June 2000 to
June 2001, 25.9 percent June 2001 to
June 2002, 17.6 percent from June
2002 to June 2003, 17 percent from
June 2003 to June 2004, 23.4 percent
from June 2004 to June 2005, 4.9
percent from June 2005 to June 2006,
and 3.2 percent from June 2006 to
June 2007.

The volume of usage per
subscriber appearing in the above
table, however, includes both prepaid
and postpaid subscribers and prepaid
and postpaid minutes of use. The
average usage appearing in the above
table therefore may be dampened,
since prepaid subscribers generally use
fewer minutes. [f we extract the
prepaid subscriber beise’aulii_g_qggﬂ
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MOUSs from the overall total results of this calculation for the

subscriber base of the traditional license-holding companies providing
licensees and their associated reported all components — total beginning and
MOU s, a postpaid-only measurement ending subscribership, beginnjng and
of subscriber usage for these ending prepaid subscribership, and
companies would be possible. The local, roaming and prepaid minutes.

following table and chart indicate the

per Postpaid Subscriber— Select Sort -~

107,155,330 118,394,948 112,775,139 105,697,072

117458966 * 124,578,693 121,018,830 113,471,024 424
123,444,713 131,748,064 127,596,389 120,103,636 449
129,954,490 137,641,032 133,797,761 126,111,361 496.
138,037,168 147,773,911 142,905,540 133,835,094 552

~ 8,505 . 158,669,534 153,794,020 143,386,389 . - ..590
157,050,242

170,401,027 163,725,635 151,087,368 638

183,984,049 171,301,034 781
197246,733 182414168 757
210,000,810 193,357,340

191,049,722
204,002,575 215,999,044

233,120,040 245,783,999 239,452,020 215,118,505

B
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